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Chapter 101 Establishment of the Capital Investment Fund

Summary: This chapter establishes the process to be used in the determination of the
amount of the Capital Investment Fund (CIF), as defined in 2 MRSA § 102. This rule
specifies the manner in which a value for the Fund will be calculated-each-year, how that
amount will be allocated between hospital and non-hospital projects. as well as large and
small projects subject to reV1eW under Maine’s Certlﬁcate of Need Act 22 MRSA 8& 326
t. seq., and rules. - g = o th M
wﬁl—b%sehefted—eb%amed—aﬂd—eeﬁﬁé%ed—Begmmng January 1 2010 the CIF w1ll be
determined once every three years, and the CIF will have a three year effective period.

1. Definitions. For the purpose of this chapter, the following definitions shall apply.

A. Advisory Council on Health Systems Development. “Advisory Council on
Health Systems Development” means the council established in accordance
with 5 MRSA §12004-1 and described in 2 MRSA ¢-5-§104.

B. €—Capital Costs. “Capital eostsCosts” means costs that under generally

accepted accounting principles are not properly chargeable as an expense of
operation and maintenance and includes capitalized interest on borrowed
funds and the fair market value of any property or equipment that is acquired
under lease or comparable arrangement or by donation.

C. B—Capital Investment Fund. “Capital Investment Fund” (CIF) means the

limit enresouree-expenditures-that-may be-made-aspartfor resources allocated
annually under the Certificate of any-hespital-ernon-hespital- prejeet;Need

program for Hospital and Non-Hospital Projects, and which is established en
an-annual-basts-pursuant to the provisions of this chapter.

<

. E—CIF Debit. “CIF Debit” means the debit against the CIF for a given
project. The CIF Debit for a project shall be the Incremental Third Year
Operating Costs of a project deflated to dollars of the year in which the project
is approved using the inflation calculation for interest expense and operational
expenses as reflected in the worksheets filed by the applicant as part of the
Certificate of Need application.




E.

Department. “Department” means the Maine Department of Health and

Human Services.
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Effective Period. “Effective Period” means the three-year period to be covered
by each Capital Investment Fund. Such periods will begin on January 1st.
The first Effective Period shall begin January 1, 2010.

Hospital Component. “Hospital eempenentComponent” means that portion of

the Capital Investment Fund specifying the level of eapital-and-operating
eostsCIF Debits that may be approved by the Department under the Maine

Certificate of Need Act and rules for hespital-prejeetsHospital Projects.

Hospital Large Project Amount. “Hospital Large Project Amount” means the
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portion of the Hospital Component that that shall be reserved for Large
Projects.

H-—Hospital Project. “Hospital Project” means a project that is being proposed
by or on behalf of a hespitalHospital, as defined at 22 MRSA seetion§ 328

(14), smebthrchiertoetitesendesoregquiprient—that is subject to

review and approval under the Maine Certificate of Need Act and rules.

Hospital Small Project Amount. “Hospital Small Project Amount” means the
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M.

portion of the Hospital Component that shall be reserved for Small Projects.

M-—Incremental Third Year Operating Costs. “Incremental Third Year
Operating eostsCosts” means the total non-capital incremental costs in a
project’s third year of operation, including deprecation and interest,
attributable to a project approved in accordance with the Maine Certificate of
Need Act and rules.

F—Large Project. “Large-proejeet Project” means a hespital-ernon-hespital
prejeet-Hospital or Non-Hospital Project with-third-year-eperatingeosts

sreater-than-orequal t6-$500.000 a CIF Debit greater than or equal to $1.2

million and capital costs greater than or equal to $15 million. Beginning
January 1, 2009 and annually thereafter, the numbers in this subsection shall
be revised to correspond to changes in the Consumer Price Index medical
index.

#—Non-hespital-compenent Hospital Component. “Non-hespital-component

Hospital Component” means that portion of the Capital Investment Fund

specifying the level of eapital-and-eperating-eosts-CIF Debits that may be
approved by the Department under the Maine Certificate of Need Act and

rules for-nen-hespital-prejeets Non-Hospital Projects.




3.

N. Non-Hospital Large Project Amount. “Non-Hospital Large Project Amount”
means the portion of the Non-Hospital Component that shall be reserved for
Large Projects.

O. K-—Non-hespitalHospital Project. “Non-hespitaltHospital project” means a
project that is being proposed by or on behalf of a health care facility as
defined in 22 MRSA section 328(8), other than a hospital, that is subject to
review and approval under the Maine Certificate of Need Act and rules.

P. Non-Hospital Small Project Amount. “Non-Hospital Small Project Amount”
means the portion of Non-Hospital Component that shall be reserved for
Small Projects.

Q. E—Office. “Office” means the Governor’s Office of Health Policy and
Finance or its successor.

R. N-—Small Project. “Small-preteet Project” means a hospital-ornon-hespital
projeet-with-third-year operatingcostsless-than-$500,000-Hospital or Non-

Hospital Project that is not a Large Project.

S. ©O-State Health Plan. “State Health Plan” means the plan developed and
issued by the Governor pursuant to 2 MRSA c.5, seetien§ 101.
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T. Transition Period. “Transition Period” means the period covering Certificate
of Need reviews from January 1, 2009 through December 31, 2009.

Responsibility for Determining Capital Investment Fund Amount. The Office
shall establish a Capital Investment Fund for each-annual-effective periodthe
Transition Period and each three year Effective Period, pursuant to the process
specified in this rule. Each Capital Investment Fund shall include allocations for
both hespital-andnen-hespital prejeetsHospital and Non-Hospital Projects, shall
reflect the goals of health care cost containment, improvement of health care
quality and outcomes and improvement of appropriate access to health care
services and shall reflect the guidance provided in the State Health Plan.

Process for Determining Capital Investment Fund

A. The Office shall determine a-the Capital Investment Fund for each-annual-effective

period-asspeeified-below: the Transition Period as follows:
 The Office shallcaleul o value for the Canital Fund










(1) The Office shall estimate statewide Hospital total operating expenses for
2009 by trending the most recent year’s operating expenses, as filed by
Hospitals on standardized accounting templates with the Maine Health
Data Organization pursuant to 22 MRSA ch. 1683, forward by the average
annual increase in statewide Hospital total operating expenses over the
most recent five year period for which data are available.

(2) The estimated statewide Hospital total operating expenses for 2009
calculated in subsection (A)(1) above shall be multiplied by 0.31%. The
product of this calculation shall be the CIF Hospital Component for the
2009 Transition Period.

(3) The CIF Hospital Component calculated in subsection (A)(2) above shall
be multiplied by 15% to determine the Hospital Small Project Amount.
The remaining amount is the Hospital Large Project Amount.

(4) The Office shall next determine the Capital Investment Fund amounts for
Non-Hospital Projects as follows:

[Value of the Hospital Component of the Capital Investment Fund, as
calculated in subsection (A)(3)] x (0.125) / (0.875).

15% of this amount shall be the Non-Hospital Small Project Amount. The
remaining amount is the Non-Hospital Large Project Amount.




The Office shall calculate the value for the Capital Investment Fund for
each Effective Period as follows:

(1) The Office shall estimate statewide total Hospital operating expenses for
each year of the Effective Period by trending the most recent year’s
operating expenses, as filed by Hospitals on standardized accounting
templates with the Maine Health Data Organization pursuant to 22 MRSA
ch. 1683, forward by the average annual increase in statewide Hospital
total operating expenses over the most recent five year period for which
data are available.

(2) The estimated statewide Hospital total operating expenses for each year of
the Effective Period calculated in subsection (B)(1) above shall be added
together and the sum shall be multiplied by 0.31%. The product of this
calculation shall be the CIF Hospital Component for the Effective Period.

(3) The CIF Hospital Component calculated in subsection (B)(2) above shall
be multiplied by 15% to determine the Hospital Small Project Amount.
The remaining amount is the Hospital Large Project Amount.

(4) The Office shall next determine the Capital Investment Fund amounts for
Non-Hospital Projects as follows:

[Value of the Hospital Component of the Capital Investment Fund, as
calculated in subsection (B)(3)] x (0.125) / (0.875).

15% of this amount shall be the Non-Hospital Small Project Amount. The
remaining amount is the Non-Hospital Large Project Amount.







Use and Operation of the Capital Investment Fund. Except as provided below,
the Capital Investment Fund amounts, as issued by the Office, shall be used as a
limit for annualresouree-aloeationresources allocated annually under the
Certificate of Need program by the Department of Health and Human Services.
Hospital and rnenhespital-prejeets-Non-Hospital Projects funded exclusively with
public funds will be exempt from the resource allocation limits created by the
Capital Investment Fund.

A. OQutstanding Debits from Previous CIFs. QOutstanding debits from projects
approved under previous CIFs will be debited as follows:




(1) Outstanding debits from projects approved under the 2007 CIF. Any
outstanding debit from projects approved the 2007 Hospital Component
will be debited against the 2009 Hospital Component after projects
approved under the 2009 Hospital Component are debited in accordance
with subsection B.

(2) Projects approved under the 2008 CIF. The sum of the debits from
projects approved under the 2008 Hospital Component shall be reduced by
$7.048,205. The remaining amount shall be debited in the following
manner and sequence:

a. Against the remaining 2008 Hospital Component so as to fully
deplete the 2008 Hospital Component.

b. Against the remaining amount in the 2009 Hospital Component, if
any, after performing the debits under subparagraph (A)(1) and
subsection B, so as to fully deplete the 2009 Hospital Component.

Of the remaining amount, if any,
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i. 45% shall be debited against the Hospital Component for the
2010-2012 Effective Period, with 15% of that amount being
debited against the Hospital Small Project Amount and 85%
being debited against the Hospital Large Project Amount. The
remaining amount in the Hospital Component for the 2010-2012
Effective Period shall be available for projects reviewed during
the 2010-2012 Effective Period; and

ii. 55% shall be debited against the Hospital Component for the
2013-2015 Effective Period, with 15% of that amount being
debited against the Hospital Small Project Amount and 85%
being debited against the Hospital Large Project Amount. The
remaining amount in the Hospital Component for the 2013-2015
Effective Period shall be available for projects reviewed during
the 2013-2015 Effective Period.

B. Transition Period.

(1) Hospital Projects. Hospital Projects approved during the Certificate of
Need Unit’s 2009 review cycle shall be debited against the Hospital
Component of the CIF for the 2009 Transition Period in the following
manner and sequence:

a. Against the amount remaining in the 2009 Hospital Component after
performing the debit under subparagraph (A)(1).

b. In the event that there is an unspent balance from the Hospital Large
Project Amount,. it may be used by projects reviewed under the
Hospital Small Project Amount.
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c.
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In the event that there is an unspent balance from the Hospital Small
Project Amount, it may be used by projects reviewed under the
Hospital Large Project Amount.

In the event that the total CIF debits of approved Hospital Projects
exceed the Hospital Component for the Transition Period, of the
remaining amount:

1. 45% shall be debited against the CIF for the 2010-2012 Effective
Period, with 15% of that amount being debited against the Hospital
Small Project Amount and 85% being debited against the Hospital
Large Project Amount. The remaining amount in the CIF for the
2010-2012 Effective Period shall be available for projects
reviewed during the 2010-2012 Effective Period; and

ii. 55% shall be debited against the CIF for the 2013-2015 Effective
Period, with 15% of that amount being debited against the Hospital
Small Project Amount and 85% being debited against the Hospital
Large Project Amount. The remaining amount in the CIF for the
2013-2015 Effective Period shall be available for projects
reviewed during the 2013-2015 Effective Period.

(2) Non-Hospital Projects. Non-Hospital Projects approved during the

Certificate of Need Unit’s 2009 review cycle shall be debited against the

Non-Hospital Component of the CIF for the 2009 Transition Period in the

following manner and sequence.

&

b.
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Against the 2009 Non-Hospital Component.

In the event that there is an unspent balance from the Non-Hospital
Large Project Amount, it may be used by projects reviewed under the
Non-Hospital Small Project Amount.

In the event that there is an unspent balance from the Non-Hospital
Small Project Amount, it may be used by projects reviewed under the
Non-Hospital Large Project Amount.

In the event that the total CIF debits of approved Non-Hospital
Projects exceed the Non-Hospital Component for the Transition
Period, of the remaining amount:

1. 45% shall be debited against the CIF for the 2010-2012 Effective
Period, with 15% of that amount being debited against the Non-
Hospital Small Project Amount and 85% being debited against the
Non-Hospital Large Project Amount. The remaining amount in the
CIF for the 2010-2012 Effective Period shall be available for
projects reviewed during the 2010-2012 Effective Period; and

1. 55% shall be debited against the CIF for the 2013-2015 Effective
Period, with 15% of that amount being debited against the Non-
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Hospital Small Project Amount and 85% being debited against the
Non-Hospital Large Project Amount. The remaining amount in the
CIF for the 2013-2015 Effective Period shall be available for
projects reviewed during the 2013-2015 Effective Period.

C. Effective Periods, starting January 1, 2010.

(1) A project’s CIF Debit will be fully debited against the CIF in the year in
which the project is approved.

(2) In no event may the total CIF Debits of approved Hospital Projects during
the Effective Period exceed the Hospital Component for the Effective
Period.

(a) In the event that there is an unspent balance from the Hospital Large
Project Amount at the end of the Effective Period, it may be used by
projects reviewed under the Hospital Small Project Amount. In the
event that there is an unspent balance from the Hospital Small Project
Amount at the end of the Effective Period, it may be used by projects
reviewed under the Hospital Large Project Amount.

(b) In the event that the Hospital Small Project Amount is fully depleted at
any point prior to the end of the Effective Period, the Office, with
advice from the Advisory Council on Health Systems Development,
shall review the CIF at that point and determine whether to allow some
unspent balance from the Hospital Large Project Amount to be used by
projects reviewed under the Hospital Small Project Amount at the
point, and if so, what that amount shall be.

(c) Any unused Hospital Component at the end of the Effective Period
shall lapse and shall not carry forward into the following Effective
Period.

(3) In no event may the total CIF Debits of approved Non-Hospital Projects
during the Effective Period exceed the Non-Hospital Component for the
Effective Period.

(a) In the event that there is an unspent balance from the Non-Hospital
Large Project Amount at the end of the Effective Period, it may be
used by projects reviewed under the Non-Hospital Small Project
Amount. In the event that there is an unspent balance from the Non-
Hospital Small Project Amount at the end of the Effective Period, it
may be used by projects reviewed under the Non-Hospital Large
Project Amount.

(b) In the event that the Non-Hospital Small Project Amount is fully
depleted at any point prior to the end of the Effective Period, the
Office, with advice from the Advisory Council on Health Systems
Development, shall review the CIF at that point and determine whether
to allow some unspent balance from the Non-Hospital Large Project
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Amount to be used by projects reviewed under the Non-Hospital Small
Project Amount at the point, and if so, what that amount shall be.

(¢) Any unused Non-Hospital Component at the end of the Effective
Period shall lapse and shall not carry forward into the following annual
Effective Period.

(4) -In no event may

(a) Balances in the Non-Hospital Component be used by Hospital
Projects.

(b) Balances in the Hospital Component be used by Non-Hospital
Projects.

D. Projects with no CIF Debits. There shall be no CIF Debit for:

(1) projects with no or negative Incremental Third Year Operating Costs, as
determined by the Department; or

(2) projects that result in Incremental Third Year Operating Costs for an
applicant but are found by the Department to create net savings to the
state’s health care system as a whole.

Projects with no CIF Debits shall be reviewed as part of the Department’s
Small Project review cycle.

E. In the event that there is a subsequent review of a previously approved project
which results in an increase in that project’s CIF Debit, the increase in the CIF
Debit attributable to the subsequent review will be debited against the CIF in
effect at the time that the subsequent review is approved.
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